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PART A —- ESSAY QUESTIONS 
(Each question is worth equal marks for a total of 60 marks) 


Candidates MUST answer ANY THREE (3) of the FIVE (5) essay questions in the Answer 
Book provided. 


Question 1 


Discuss the extent to which the treatment of goodwill arising on consolidation under IFRS 
reflects the Framework principles of faithful representation and relevance to decision making? 


Question 2 


Critically review the two major developments in the past decade that enable firms to report 
systematically within guidelines on their management of sustainability and stakeholder issues. 


Question 3 


How has accounting research enabled us to assess the plausibility of the Efficient Market 
Hypothesis? 


Question 4 


Explain how the valuation of long term liabilities such as pension fund obligations are treated 
differently under historical cost, IAS 29 and fair value accounting. 


Question 5 


Explain why accountants have a code of ethics; and demonstrate by example how compliance 
with any two ethical principles in the code could be breached. 


PART B — MULTIPLE CHOICE QUESTIONS 
(Each question is worth 1 mark for a total of 10 marks) 


Candidates MUST answer ALL TEN (10) Multiple Choice questions on the Answer Sheet 
provided on Page 5 of this examination paper. You are required to indicate the best of the 
three alternative answers in each case. 


1. Ball and Brown discovered that 


(a) accounting reports affected stock prices 
(6) accounting reports had no value relevance 
(c) accounting supported efficient markets 


2. Fair value level one requires 


(a) semi strong form stock market efficiency 
(bo) effectively perfect markets 
(c) only for the market to be active 


10. 
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Legitimacy theory rests on the idea of 


(a) asocial contract 
(6) isomorphism 
(c) good corporate governance 


Institutional theory calls saying one thing but doing another 
(a) isomorphism 

(6) decoupling 

(c) normal 


Stakeholder theory says the group that affects company decisions most is the one with 


(a) the most power 
(6) the most salience 
(c) the most money 


A particular feature of G4 under the GRI is 


(a) detailed accounts of interactions with stakeholders 
(6) alisting of each type of natural capital relevant to the business 
(c) an ecological analysis of the firm’s business model 


Tests of value relevance are also tests of 


(a) the efficient market hypothesis in the strong form 
(6) information content 
(c) the capital asset pricing model 


Under IAS 16 


(a) all leases are finance leases for the lessee 
(6) all leases over 12 months to go are finance leases for the lessee 
(c) all leases are over six months to go are finance leases to the lessor 


Under CPP and CCA during inflation a firm whose adjusted payables exceed its 
receivables will report 


(a) losses from holding monetary items 
(6) gains from holding monetary items 
(c) transfers to purchasing power reserve account 


Illiquidity means 


(a) inability to pay debts in full on time 
(6) ashortage of cash 
(c) anexcess of current liabilities over liquid assets 
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PART C— FACT OR OPINION QUESTIONS 


(Total of 30 marks; % mark for each correct identification, 1 mark for a good brief 


rationale in each case) 


Candidates MUST answer ALL Twenty (20) Fact or Opinion questions on the Answer Sheet 
provided on Page 6 with an F if you believe the statement is a statement of fact OR with an 


—_— 
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O if you believe it is a statement of opinion. DO NOT say it could be either. 


This is the best thing that ever happened to me. 

ROCE is often called the primary ratio in analysing accounting reports. 

Accountancy is the key to good investment decisions. 

The CEO of Enron had no integrity whatsoever. 

China is truly Communist. 

Donald Trump is impeachable. 

Fair value accounting for derivatives has been blamed for volatility in the stock market. 
Fair value accounting causes market volatility. 

Social capital can be described but not measured. 

Do not invest in CFG Inc. 

Faithful representation is a postulate of the Conceptual Framework. 

ERC varies inversely with financial leverage. 

Net present value is a matter of guesswork which is the same as a matter of opinion. 
| pass this examination. 

Would | lie to you? 

Anchorage and availability are two halves of the one heuristic. 

This is our most profitable year. 

This is our most successful year. 

Our earnings this year are forecasted to be higher than all previous years. 


The current ratio is measured on the ratio scale. 
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PART B — MULTIPLE CHOICE QUESTIONS ANSWER SHEET 


Circle the letter of your choice next to the corresponding question number. 


Question No. Answer 
1. a b Cc 
2. a b Cc 
3. a b Cc 
4. a b Cc 
5 a b Cc 
6 a b Cc 
7 a b Cc 
8 a b Cc 
9 a b Cc 
10. a b Cc 
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ANSWER SHEET FOR PART C — FACT OR OPINION QUESTIONS 


Answer ALL Twenty (20) questions with an F if you believe the statement is a statement of fact 
OR with an O if you believe it is a statement of opinion in the column next to the question number. 
Do not say it could be either. You should add a BRIEF reason for which credit will be given in the 
case of any clear and correct reasoning even for wrong answers. 


Question No. | Answer Reason 


1 


2 


3 


20 


Please remember - This examination paper MUST BE HANDED IN. Failure to do so will result in the 
cancellation of all marks for this examination. Writing your name and number on the front will help us confirm 
that your paper has been returned. 


6 


